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D R A F T

UK&IE MARKET PRACTICE GROUP FOR CORPORATE ACTIONS MEETING HELD ON WEDNESDAY 13th APRIL 2005

Attendees:

Norman Evans
HSBC (IFS) & Chair


Teresa Gregg
Invesco

Antony Lane
JPM Chase


Tim Taylor
SWIFT Standards Department
Apologies: 


Liz Molloy
Bank of Ireland


Katriona Greenslade
BBH

David Reed
BNP Paribas (investment manager)


Ian Henry
BNP Paribas (custodian)


Stéphane Augsburger
Capital Group


Will Monteen
Citigroup


George Harris
Credit Suisse Asset Management & RDUG


John Clayton
CREST


Neil Atkinson
CREST


Peter Scott
CSFB


Barbara Ainsley
Fidelity


Joanne Thompson
JPM Chase


Perrin Mistry
London Stock Exchange


Tony Mint
Morgan Stanley Investment Management


Phil Parker
Northern Trust


Anna Hayes
SSGA Ltd
Agenda

1)
Previous minutes and actions

2)
Review of Actions for Global SMPG Meeting 27-29 April 2005;

3)
AOB

Summary
Review of the action list for the corporate action stream of the forthcoming global SMPG meeting on 27th-29th April 2005, Norman Evans to represent UK&IE.
The next meeting of 11th May will include a report on the global SMPG meeting and affirmation of the UK&IE CA MPG view on the CA changes proposed for the  SWIFT Standards Release of November 2006.
1 Previous Minutes and Actions 

1.1) Previous Minutes 
Accepted.
1.2) Actions
Postponed until the next regular meeting.

2
Review of Actions for Global SMPG Meeting 27-29 April 2005
See the document <Frankfurt 2005_final agenda_Registration form.doc>, distributed prior to the meeting.

2.1
A.  Update on the building of a new standard solution for proxy activities 

“NMPGs [view] on whether the proxy voting solution that will be developed by SWIFT (following the ISO 20022 methodology) should lead to the creation of MX (xml syntax) or MT (15022 syntax) messages or both.

2.2
B.  Open items:
Review of the open items from previous global SMPG meetings
	ToDo
ID
	CA ID
	Brief Description
	Owner
	Status
	Date
	UK&IE CA MPG View

	TD004
	CA03
	Market Claims/Income Compensations
MT 564 Option Number validation to be numeric only
Action: GB representative to give details of the HSBC ‘bulk-up’ practice for claims.
	GB Rep
	OPEN
	Before next SMPG meeting
	This item is closed

	TD007
	CA06
	Event Interpretation Grid
Can BONU be voluntary?
Action: NMPGs to specifically review the need for a voluntary bonus issue
	ALL
	OPEN
	Before next SMPG meeting
	BONU can be VOLU

	TD010
	CA10
	D vs E
Action: US group to submit their latest documentation to alexandre.kech@swift.com for onward distribution to NMPGs
Action: NMPGS to comment on the latest US paper before the next SMPG meeting.
	US NMPG
	OPEN
	Before next SMPG meeting
	UK&IE Group have consistently welcomed simplification and reduction in the number of locations for corporate action business data in the ISO 15022 mesages.

	TD011
	CA10
	D vs E
Action: SWIFT Securities Standards Development Team to update the Corporate Action message examples on www.swift.com
	SWIFT 
	OPEN
	OPEN
	

	TD013
	CA12
	Use of Narrative
Action: NMPGs are to identify if there are areas o Narrative today that do not have qualifiers, these should be identified (and if agreed requested).
	 
	OPEN
	OPEN
	UK&IE Group have consistently welcomed reduction in the use of narrative.

	TD018
	CA22
	US – Confirmation of Rights Distribution When One Event
Action: NMPGs to indicate whether they process rights as one event or more, and if as one event, two questions to be answered by NMPGs: Can we theoretically agree that 2 events ease the processing. Is it possible to lobby in each market to have the 2-event scenario implemented.
	ALL
	OPEN
	Before next SMPG meeting
	Rights should be processed as two events minimum


2.3
C.  New Items:
Items from Standards Maintenance Working Group
	ToDo
ID
	CA ID
	Brief Description
	Owner
	Status
	Date
	UK&IE CA MPG View

	
	CA29
	Pool factors: clarification needed on how to use the codes
	ALL
	OPEN
	Before next SMPG meeting
	Two pool factors required, previous and next, as per the SR2006 change request

	
	CA30
	Redemption charges flag (17B::RCHG) further clarification needed
	ALL
	OPEN
	Before next SMPG meeting
	To be determined by the ICSDs

	
	CA31
	Further clarification needed for :92a::ADSR (Additional for Subscribed Resultant Securities). Is it needed? If so, definition should be clarified
	ALL
	OPEN
	Before next SMPG meeting
	Qualifier required for the case where there is >1 outturn security for existing security

	
	CA32
	Clarify the usage of the OFFEr types: if a change in the offer is announced during the event, could this offer type change?
	ALL
	OPEN
	Before next SMPG meeting
	Offer types may change during an event, eg from a MRGR with dissenters rights to one without

	
	CA33
	Further discussions on claims (deletion, transformation, etc.). 

· CSD claims

Value date on debit entries.
	ALL
	OPEN
	Before next SMPG meeting
	Euroclear to update as this organisation raised the issue.

	
	CA34
	a MT 565 is sent as UNS, should the MT 566 bear a number?
	ALL
	OPEN
	Before next SMPG meeting
	Use whatever the account servicer sets up for the event in their system having received a UNS election

	
	CA35
	Gross and net amount (:92a::GRSS and NETT) look at the current examples and provide the Rate Type codes that should be used for each code (especially for NETT).
	ALL
	OPEN
	Before next SMPG meeting
	Can use all of the codes for NETT, noted that INCO and CAPO are for unit trust group 1&2 distributions

	
	CA36
	UK to create a MP document for the SMPG on the Dutch auctions
	ALL
	OPEN
	Before next SMPG meeting
	Should be a joint effort by UK&IE and US as the event is common in both markets

	
	CA37
	Sending of MT 564 REPE when multiple MT 565 instructions received (Standards)

In a scenario where two instructions will be received regarding a CA event, eg Right issue (in 2 events) where a MT 565 is sent for EXER and another for SELL.

Should there be a SMPG recommendation on how the MT 564 REPE (providing the details of the entitlement after election) should be handled?

· One MT 564 REPE with one option sequence for each MT 565?

· One unique MT 564 REPE with two option sequences for both MT 565? Than how will the linkage be done (two RELA sequences? What about the mapping between the RELA and the options)

· Only one MT 564 REPE for the EXER but not for the SELL because at the time, there is no probably no info about the outcome of the sell?

Etc.
	ALL
	OPEN
	Before next SMPG meeting
	Discuss at SMPG meeting

	
	CA38
	Sending of gross amount in MT 566. Is it global market practice?
Question was raised on whether it is global market practice to always provide the gross amount with the posting amount in the confirmation message MT 566
	ALL
	OPEN
	Before next SMPG meeting
	Yes, GRSS should be supplied and all other components of the calculation

	
	CA39
	Use of the security identifier in the MT 567 - is it outturn or underlying ?
	ALL
	OPEN
	Before next SMPG meeting
	Would expect the underlying security, in order to confirm the identity of the event further

	
	CA40
	Standard for 35B when the security ID of an outturn security is not known.  

Suggestion is to use 'UNKNOWN' in 35B
	ALL
	OPEN
	Before next SMPG meeting
	UNKNOWN is ‘OK’

	
	CA41
	Clarify the appearance of RELA on MT 564 Notices of Final Entitlement messages.

When multiple MT 565s have been received for an account and an event, should the sender include all MT 565 references in a repetitive or just the reference of the last MT 565 received?
Standards Release 2007 needed?
The co-chairs would like to pole the CA SMPG WG (SWIFT users) on whether they think the SMPG CA work this year will lead to the need for a SR 2007.
	ALL
	OPEN
	Before next SMPG meeting
	UK&IE Principles on Linking quoted below

“The UK&IE market practice is: 

· MT564 to contain a single cross reference to the preceding MT564, market practice does not exclude additional message references;

· MT566 to contain a single cross reference to the preceding MT564, this also applies when more than one MT566 is sent.  Market practice does not exclude additional message references;

· Special case for the MT566, in the case of a reversal (REVR) the cross reference is to the MT566 being reversed;

· MT565 Instruction to link to the last MT564 Notification received;

· MT567 status to link to the MT565 whose status it gives unless the MT567 gives the status of the corporate action event, in which case no cross reference is required.”
SR2007 required, especially if the generic concepts from SR2006 are to be continued


2.4
D.  EIG Matrix
Continuation of the discussion of the EIG matrix.

Items from Standards Maintenance Working Group regarding the EIG.  Latest is version 7, posted on www.smpg.info
	ToDo
ID
	CA ID
	Brief Description
	Owner
	Status
	Date
	UK&IE CA MPG View

	
	CA42
	MP on the usage of PRII (Interest Payment with Principle) to be worked upon.  Ideally, NMPGs should try to push towards standardization and the usage of 2 events.
	ALL
	OPEN
	Before next SMPG meeting
	UK&IE MP is two events

	
	CA43
	Tax Reclaim event type (:22F::CAEV//TREC). Further usage clarification needed considering the existing of :22F::ADDB//TAXR
	ALL
	OPEN
	Before next SMPG meeting
	Prefer CAEV//<original event type> and ADDB//TAXR

	
	CA44
	· Definition of :22F::CAEV//SOFF, SMPG to provide feedback on following standard maintenance request:

The current definition for event type SOFF includes the following:

“Demerger; Distribution; Unbundling.

A distribution of subsidiary stock to shareholders of the parent company without a surrender of shares. Spin-off represents a form of divestiture resulting in an independent company….”
See further details below
	ALL
	OPEN
	Before next SMPG meeting
	Use CAEV//DETI for an unbundling and remove the ‘unbundling’ reference from the CAEV//SOFF definition

	CA44 contd.  The basis of this request centres on the inclusion of the term “unbundling”, as the definition goes on to say, “divestiture resulting in an independent company…”. That would seem to imply that an unbundling would always result in a newly independent company, though, on past experience, this is not the case.

The term “unbundling” (not used in UK) might appear whenever a company distributes its investments to its own shareholders on a pro-rata basis. Unbundling can be used to distribute any form of investment, including shares in wholly-owned subsidiaries, i.e. demergers, or partial holdings that are held as long term investments in the company’s consolidated balance sheet. Obviously, the unbundling of a long term investment that only represents a partial holding will not result in an independent company as the company in which the investment is held will, in all probability, already be trading / listed in its own right.

The overall question is, does this definition still hold, i.e. should all unbundling cases be included under event type SOFF? Or should unbundling cases that only represent a divestiture of partial holdings, i.e. no new independent company, be included under a different event type (DVSE)?

This is a highly important issue as primary data presentation will differ significantly depending on origin of investment that is subject of unbundling; any possible change to existing definition needs to be addressed so as to avoid possibility of adverse effect on data mapping and workload at a later date. 

Examples:

The link below leads back to an announcement that illustrates the problem.

Iliad Africa originally allocated 46 million shares to Corpcapital as consideration for a subsidiary that was purchased from Corpcapital. Subsequently, Corpcapital unbundled the 46 million shares in Iliad Africa to its shareholders. Iliad Africa was an independent company throughout, i.e. before allocation of 46 million shares to Corpcapital and after unbundling of same.

The announcement also refers to a similar transaction involving Redefine Income Fund, which is also an independent company.

http://m1.mny.co.za/mnfs.nsf/0/C2256ABF003270C842256DEC00549833?OpenDocument


	
	CA45
	Clarify the definition of a “scheme of arrangement” (creation of different events and link together + use ADDB//SCHM?)
	ALL
	OPEN
	Before next SMPG meeting
	Agree with the SR2006 definition

“A component event of a scheme of arrangement: a reorganization of a company or a group of companies, and their capital”

	
	CA46
	Clarification that DVOP (Dividend Option) cannot be used for currency options
	ALL
	OPEN
	Before next SMPG meeting
	The group view is that CAEV//DVOP should be used for any dividend where a decision is possible, including a straight cash dividend with a simple choice of currency.  This is to ensure that the event is routed to an event department and not an income department.  [so the CAMV//CHOS indicator is insufficient?]

	
	CA47
	Double-check the wordings in French/German are removed from the user guide and added to the EIG matrix
	ALL
	OPEN
	Before next SMPG meeting
	Yes

	
	CA48
	Add indemnification for France for the event ODLT
	ALL
	OPEN
	Before next SMPG meeting
	?

	
	CA49
	Clarify the usage of EXOF within the EIG
	ALL
	OPEN
	Before next SMPG meeting
	And BIDS, MRGR, TEND and EXOP.  See UK&IE view from implementation group meeting 20040805 below:

	CA49 Contd.

“BIDS - Repurchase Offer - Issuer bid; Reduction of circulating shares; Reverse Rights.   
This is an offer by Issuing Company.   [We will also raise a change request in order to distinguish between off- and on-market repurchase offers and also a change request to distinguish between a repurchase offer which uses an intermediate security and one that doesn't.]
TEND - Tender - Acquisition; Take-over; Offre publique de retrait (FR);   [NOT a Purchase offer/buy-back - use BIDS.]  
An offer made to shareholders, by a third party, requesting them to sell (tender) or give-up their shares for a cash and/or stock.
MRGR - Merger 
Mandatory [not voluntary, a merger is always going to happen] exchange of an outstanding securities as the result of two or more companies combining assets. Cash payments may accompany share exchange.
EXOF - Exchange Offer - Exchange offer; Capital reorganisation.
[Anything not covered by Repurchase Offer, Tender and Merger, especially useful for Capital Reorganisations.]  Offer to shareholders to exchange their holdings for other securities and/or cash. Exchange offers are usually voluntary involving the exchange of outstanding security for a different security or securities and/or cash.”

	
	
	
	
	
	
	


3
Any Other Business

None.

4
Date of Future Meetings

The UK&IE CA MP Group will meet again at 14:00 on Wednesday 11th May, agenda to follow.
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